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A message

from the Assistant Secretary
of the Army (FM&C)
Helen T. McCoy

ver the past five years, I’ve shared many
Oplans with you about how Army financial

management is changing. The theme of'this
issue, Keeping Pace Amid Worldwide Change, un-
derscores the truism that the only thing constant is
change itself. Inside, you’ll see some good things
we’re doing in several very fluid situations overseas.
Closer to home, we continue to focus on competency
and quality of work.

We have adapted commercial business prac-
tices, such as the Stored Value Card, which recently
recorded its one millionth transaction at our training
sites. We have setin motion a partnership to develop
a Single Stock Fund, which will result in a new
supply and financial management structure to better
support Army commanders. We have made signifi-
cant progress toward our goal of achieving auditable
financial statements. We’re not there yet, but we are
moving closer to compliance with the Chief Finan-
cial Officers Act. And we have published a Chief
Financial Officers Strategic Plan, which will serve as
a roadmap into the future.

All of this was done as part of a collaborative
effort with the Office of the Secretary of Defense, the
other Services, the Office of Management and Bud-
get, the General Accounting Office and the DoD
Inspector General. We continue to work with the
Private Sector Council, and we have strengthened
our participation in the Conference Board’s Chief
Financial Officers Council.

We are working hard to develop the Multi-
Disciplined Financial Analyst initiative, which will
eventually encompass training, education, experi-

ence, professional development and accreditation
at all career levels. We have partnered with OSD,
our sister Services and the American Society of
Military Comptrollers to develop the Defense Fi-
nancial Management Certification Examination.
And we recently met with experts and officials from
several large corporations to examine some of their
best business practices. By this multi-pronged
approach, we are improving the way we do our
work, changing the way we share the work, and
equipping our people with the tools and knowledge
to do the work.

Ourtop leadership haschanged, aswell. You’ll
see a new face on the Message from the PDASA
page, just following. We welcome Erin Olmes as
the new Principal Deputy. In July she succeeded
Neil Ginnetti, who left last December. Our senior
military member, MG Clair Gill, shares thoughts
forthe good of the order in his farewell Perspectives
piece as Deputy Assistant Secretary for Budget.
His successor, MG Jerry Sinn, rejoined us in Au-
gust after two years’ absence following his assign-
ment as Director of Operations and Support in the
budgetoffice. Wealsorecently hailed Judy Guenther
asthe new Director of Investment, replacing Maury
Donnelly. Our new executive team is now fully on
board.

Change can cause uncertainty, anxiety and
concern. Change also gives us new opportunities to
influence, shape and “own” our portions of the total
mission. | encourage each of you who read this
publication to be forthcoming with “What’s On
Your Mind,” the new feature we started last issue.
Better yet, give us your perspective on an issue or
challenge by contributing an article for publication.
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A message

from the Principal Deputy
Assistant Secretary
of the Army (FM&C)

hen the editor and I sat down to
discuss this message, he reminded
me of astory he’d heard anumber of

years ago about a young military wife who,
while her husband was training in the field, had
nothing available to read except his field manu-
als.

She quickly learned all her General Orders
and knew not to walk the ridgeline of a hill lest
she present the enemy a ready target.

None of this knowledge turned out to be
very useful to her, but it did spark an interest in
working for the Army — enough to apply for
a job as a military pay clerk.

Although she worked hard and was re-
warded with a few promotions, it didn’t take
long for it to dawn on her that the really big
promotions came with credentials. So she be-
gan athree-pronged approach to improving her
chances for the really big ones!

First, she realized that she needed acollege
education. She began slowly at first, taking one
course at a time, then expanding to additional
nights and weekends.

Then (after a quick calculation that to get a
bachelor’s degree would take until she was 45)
she applied for a year’s long term training and
went straight to a master’s degree.

Second, it seemed to her that the more
areas in which one is qualified, the more chances
there are for advancement; so, through a com-
bination of promotions and lateral job assign-
ments, she became qualified as a program
analyst, a budget analyst and a management
analyst.

Further, she figured if being in one career
program was good, then being in two was even
better and she promptly enrolled in both CP-

Erin J. Olmes

11, Comptroller and CP-26, Manpower and
Force Management.

Finally, she surmised that the more varied
the people who knew her, the better would be
her chances to progress. Therefore, she set out
to gain as much experience in as many func-
tional areas as possible. Besides finance, those

areas included logistics; cost analysis; opera-
tions; personnel; and research, development,
test and evaluation.

In case you haven’t guessed, the editor
was recalling the story of my career that I had
shared with him.

Idon’tneed to tell you how the story ends,
because, in fact, it hasn’t ended—I’'m still
here, facingmany new challenges. Butenough
about me; what about you? Now that you
know where I’ve been, I challenge each of you
to ask where you’ve been and where you’re
going.

Once you figure out where you’re going,
you need to map out how to get there.

That’s where we come into the picture. In
this issue of RM is a lay-down of our CP 11
Multi-Disciplined Financial Analyst initiative
that provides a game plan for carrying us into
the future.

In addition, we have articles from readers
in the field that share where they’ve been and
where they hope to go.

Also included are fresh, enthusiastic ac-
counts from several others about recent train-
ingexperiences. Almosteverything inside can
suggest ideas for where to head and how to get
there. Justremember, in order to make the best
use of your time, make sure the knowledge
you gain is relevant and contributes to getting
you to where you want to be.
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N e w s a n

d N o t e s

One outstanding award begets another

he U.S. Army had one winner in the
T 10th Annual Defense Financial Man-

agement Awards Program, according to
a recent memorandum from Defense Comptrol-
ler William Lynn.

A three-person corporate budget team in
the U.S. Army Corps of Engineers’ Huntsville,
Ala., Engineering and Support Center walked
off with top honors in the FM Initiative cat-
egory below major command last June at a
national professional development institute in
San Diego, Calif.

anc
[ < ccived certificates and a team

plaque for their business process reengineering
success that had earned a 1998 President’s
Quality Achievement award.

The Huntsville center’s products and
services were costing their customers too
much, according to survey feedback.

Under the old process, there hadn’t been a
corporate focus, success measures, corporate
level reviews or prompt corrections to prob-
lems.

Under the redesigned process, key players
in all directorates meet monthly to catch
problems while they’re still small, to review
performance against established goals and to
adjust goals as needed.

In 1998 the new process cut general and
administrative costs by more than one-third and

passed $37 million in savings back to the
center’s customers.
The center’s new methods now serve as a
model for others and are required reading in
the Corps’ Engineer Commanders course.
- RM

Intern Job Listings
on CPOL website

Are you looking for an Army intern-
ship but unsure of where to find informa-
tion? The Army’s Civilian Personnel On
Line website, http://www.cpol.army.mil, is
the place to start. Once there, click on
Employment; then select Army Vacancy
Announcements.

Within that menu, choose Entry Level
Civilian Careers, Non-Clerical, which will
bring you to the DA Management Intern
Program menu.

Select Vacancies, and then click on
the button which says “Federal Employee”
or “Non-Federal Employee,” depending
on your status.

If you get stuck, feel free to call
Sherry Rashleigh, the Army intern central
coordinator, at DSN 221-8683, commer-
cial (703) 325-8683.

Sustaining Base Leadership and Management Program
Class dates and application submission deadlines for next year have been announced:

Class Number Start Date End Date Deadline

SBLM (CLASS 00-2) 23 MAY 00 - 11 AUG 00 07 JAN 00
SBLM (CLASS 00-3) 19 SEP 00 - 13DEC 00 05 MAY 00
SBLM (CLASS 01-1) 23 JAN 01 - 12 APR 01 28 AUG 00
SBLM (CLASS NR-01) 14 AUG 00 - 27 JUL 01 07 JAN 00

For more information browse to http://www.cpol.army.mil/train/fy2000/ch01sblm.html
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What's on your mind:

The world after Kosovo

by retired Gen. John Shalikashvili
Former chairman, Joint Chiefs of Staff

hether in a week or a
month, the Kosovo
crisis is drawing to a close. The

basic outlines of the settlement are already
visible.

The question now is what the world will
look like afterwards. We expect a much more

month, the key elements are now clear. There
will be a cease-fire prior to the implementation
of any agreement. The Serbs will continue to
control Kosovo, and Serbian police will retain
some sort of presence. A lightly armed interna-
tional peacekeeping force will be permitted
into Kosovo. Some NATO members will send
forces; several non-NATO members, including
Russia, will also send forces. The command
structure of the force will remain deliberately

vague. It will be agreed that Albanians will be
able to return to their homes in Kosovo in
stages.

Many will refuse to go, hoping to be
resettled elsewhere. Others will return. Yet
others will try to return but will find it impos-
sible. An ineffective peacekeeping force will
remain in place for a very long time, with an
unclear mission. But the bombing will end; the
abuse of Albanians will end. The world will go

"The United States rules the
seas and can, wherever

it chooses, rule the skies.
This is not the same as
being able to compel other
nations to capitulate on
matters of fundamental
national importance."

Shalikashvili

sober, cautious, and even mildly isolationist
U.S., facing the fact that tremendous power is
not the same as omnipotence.

The Russian role

We see a dramatic decline in European
confidence in American leadership. Germany
was particularly concerned about Russia’s
reactions and is likely to concentrate on
maintaining its relations with Moscow indepen-
dent of NATO’s decisions.

The big winner was Russia, a country that
got money, respect and the position of honest
broker. The most extraordinary outcome of Bill
Clinton’s Kosovo adventure was that it turned
Boris Yeltsin into a statesman, with his repre-
sentative, Chernomyrdin, taken more seriously
in Bonn and Rome than Clinton’s Strobe
Talbott.

That was no small feat for the Clinton
foreign policy team.

The Kosovo conflict is drawing to a close.
Whether a settlement will take a day or a

on.
What happened?

It is time to think about what that world
will look like after Kosovo. Let’s begin by
considering carefully what has happened in
Kosovo.

The United States government had re-
ceived reports that it found credible of a
terrible genocide underway in Kosovo and
decided that it had to intervene to stop it.

The U.S. began by attempting to dictate
terms to the Belgrade government, drafting a
document now called the Rambouillet Accords.
It gathered around itself its NATO allies, and
demanded that all sides agree to those Accords.
There was substantial hesitancy on all sides,
but in the end, the Albanians agreed. The Serbs
did not.

Leading NATO, the United States an-
nounced that unless the Serbs agreed to the
Accords, precisely as stated with no further
negotiation, NATO would begin a bombing
campaign against the Serbs. The United States
said this with full confidence that Belgrade
would capitulate. Belgrade did not. Now,
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finding that NATO refuses to launch a ground
war against Serbia, and finding that it lacks
sufficient air power to crush Serb resistance,
the United States will eventually be forced to
accept a compromise and call it victory.

This will end an era that began with the
Iraqi invasion of Kuwait in August 1990. The
United States, under President Bush, deter-
mined that the Iraqi invasion was unacceptable.
His precise reasoning was not as clear as one
might think.

Part of the reasoning was strategic. Part of
it was his repugnance at one nation seizing
another. But the core of the intervention was
that in a global, strategic sense, it was risk free.

Certainly, there was a risk of casualties.
However, there were two assumptions on
which the intervention rested. The first was that
if the United States chose to intervene, it could
create, at will, an international coalition to
carry out the invasion.

The second assumption was that this
coalition could in fact liberate Kuwait. In other
words, the issue that framed Bush’s decision
was whether such an intervention was desirable
and not whether such an intervention was
possible.

The intervention in Iraq was the first of a
series of interventions that included Somalia,
Haiti, Bosnia, and now Kosovo. Not all of
these ended well. Somalia was, by any mea-
sure, a failure.

The Haiti invasion displaced the former
government, but no one would argue that Haiti
has been lifted out of its misery. Bosnia was
intended to be a short-term intervention but has
become a permanent presence.

The limits of American power

But none of these interventions have forced
the United States to face the core question:

What are the limits of American power?
The Clinton administration faced the interven-
tion in Kosovo as a question of whether the
United States would intervene and whether we
would permit Serbia to retain sovereignty over
Kosovo.

It failed to ask the more important question
of whether the United States and its allies had
the military power in place to achieve its

political ends, and whether the amount of
military power required should be spent in a
place like Kosovo. The United States simply
assumed, without the meticulous analysis
required, that it had the needed power. It did
not.

Thus, the decade begun in Kuwait ends in
the skies over Serbia. No American govern-
ment will, in the near future at least, simply
assume that it has the military power needed to
impose its will.

This is, obviously, a healthy lesson to
learn. There is a vast difference between being
the greatest military power in the world and
omnipotence. The United States rules the seas
and can, wherever it chooses, rule the skies.

This is not the same as being able to
compel other nations to capitulate on matters of
fundamental national importance. It must
always be remembered that demographics
never favor intervention in Eurasia.

American ground forces are always
outnumbered whenever they set foot in
Eurasia. Sometimes air and naval superiority
along with superior technology and training
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can compensate for this demographic imbal-
ance. Sometimes it cannot.

Sometimes it can compensate only after a
build-up taking many months, as in Desert
Storm. The casual assumption that the general
superiority of U.S. military power inevitably
translates into quick victory
in any specific circum-
stance is obviously wrong
and the point has been
finally driven home.

We would be very
surprised if the Clinton
Administration attempted
another humanitarian
intervention after Kosovo.
Indeed, one of the lessons
learned by all future
administrations is that
interventions should never
be casually undertaken until and unless, the
military is given time to plan and implement
the intervention, as Bush permitted in Desert
Storm. Moreover, since the implementation of
an intervention in Eurasia is always costly and
time-consuming, what appeared to be a good
idea at first glance might well turn out to be a
very bad idea in the long run.

Talk is cheap ...

Merely wanting to do something does not
mean that something can be done. Moral
obligations are easy to assume. They are
sometimes impossible to carry out. This is a
hard lesson to learn. Put differently, talk is
cheap. War is hard.

We expect two parallel processes to
emerge after Kosovo. We will see a much more
passive, indeed isolationist, United States. The
hair-trigger assumption of responsibility for
Eurasian problems will be replaced by a much
more cautious calculation, not only of moral
considerations but also of costs and the na-
tional interest. The second process, paradoxi-
cally, will be a substantial increase in Ameri-
can defense spending. The Kosovo exercise
has clearly demonstrated that the draw-down in
U.S. military forces has limited American
military effectiveness. Military options that
were available to President Bush are simply not
available, in anywhere near as lavish a quan-

The Europeans do have
a vehicle for politico-mili-
tary thinking,
the Western European
Union, which excludes the
United States and is, there-
fore, far more
congruent with the
European Union

tity, to President Clinton. There is no question
of any further cuts in defense spending. The
only issue now is, How much will defense
spending be increased?

The United States will be withdrawing
from its aggressive leadership position not
solely because it wishes to
do so. It will be withdraw-
ing because it has seri-
ously lost the trust of
many of its NATO allies.
Except for the U.K. , the
rest of NATO has been
simply appalled by the
U.S. management of the
entire affair. The end game
is being crafted by Ger-
many, Italy and Russia
because the United States
simply locked itself into a
position from which it could neither retreat nor
go forward. It very quickly became apparent
that the air war was not going to force a
Serbian capitulation. Rather than commence
compensating maneuvers, the United States
insisted on rigidity and bellicosity, without
developing a crushing military strategy.

German policy is particularly likely to shift
after Kosovo. Germany has a fundamental
interest in maintaining good relations with the
Russians. From a geopolitical and a financial
sense, a hostile Russia is the last thing that
Germany needs. The near-confrontation
between NATO and Russia over Kosovo was a
sobering experience for the Germans. For a
few days they looked into the abyss, and the
abyss stared back at them.

Members of the Red-Green coalition in
Bonn are inherently suspicious of both the
United States and military adventures. They
spent the last month trying to demonstrate that
they could be good citizens of NATO, putting
aside their ingrained 1960s sensibilities.

They emerged with a clear sense that they
were right to mistrust American leadership and
to worry about military adventures.
Consequences of Kosovo

One of the consequences of Kosovo is that
the Europeans in general, and the Germans and
Italians in particular, are going to be extremely
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cautious in agreeing to future creative uses of
NATO.

The big winner in all of this is, of course,
Russia. It not only got $4.5 billion but it also
got everyone’s attention, which it hadn’t had
since the good old days of
summits with Ronald
Reagan.

It has not only re-
minded Europe of its very
real military power,
thereby setting up the
process for extracting
money from the West; but
it has also maneuvered
itself into the position of
being an honest broker,
trusted by both Germany/
Italy and the Serbs.

Indeed, the Russians
came out of the crisis
looking like sober states-
men, working toward peace and stability. Now,
when Boris Yeltsin can be made to look like a
sober statesman and facilitator, something has
gone dramatically wrong in American foreign
policy.

We believe that the Kosovo conflict will
become a definitive event in European history.
The failure in Kosovo will cause the United
States to recoil from casual interventions. More
important, U.S. clumsiness in Kosovo will
cause the Europeans to shy away from Ameri-
can leadership, particularly concerning Euro-
pean matters.

American leadership slipping?

The likelihood of an American administra-
tion herding NATO into another military
adventure in Europe is minimal. This is a
crucial change. There has been a tremendous
asymmetry between Europe as a politico-
military entity and Europe as an economic
entity. NATO has been the primary politico-
military expression of Europe, the EU the
primary economic entity.

This has made it extremely difficult for
Europe to express a coherent viewpoint. The
EU and NATO were simply not congruent.

The Europeans do have a vehicle for
politico-military thinking, the Western Euro-

NATO has been the pri-
mary politico-military
expression of Europe, the
EU the primary economic
entity. This has made it
extremely difficult for
Europe to express a coher-
ent viewpoint. The EU and
NATO were simply not
congruent

pean Union, which excludes the United States
and is, therefore, far more congruent with the
EU.

But even that doesn’t get to the heart of the
problem. Germany’s interests are specifically
German. France’s interests
are French. The U.K.’s
interests are the U.K.’s and
are quite different from the
other two.

We expect two results
from Kosovo: first, a
strengthening of purely
European institutions at the
expense of NATO, and
second, a greater caution
by individual nations
toward multinational
commitments, including
purely European ones.

Kosovo will undoubt-
edly bring to a close what
we might call the era of casual intervention for
the United States.

There is nothing like failure to increase
sobriety. We suspect that this is the last major
foreign policy adventure for the Clinton
Administration and would not be surprised to
see [Secretary of State Madeleine] Albright,
[National Security Adviser Sandy] Berger and
[U.S. Ambassador to UN Nominee Richard]
Holbrooke accepting private sector positions in
the near future.

Most importantly, Kosovo closes what we
regard as the interregnum between eras. The
Cold War was not replaced by a unipolar
world. That was a temporary anomaly. The
new era of one superpower and several great
powers, loosely united to limit U.S. power, is
now beginning.

We’ll tentatively christen this the New
World Disorder, while we wait for
the new era to name itself.

Editor’s Note: This quarter’s “What’s On
Your Mind?” issue comes from former Joint
Chiefs chairman John Shalikashvili. An ethnic
Georgian by birth, he is uniquely positioned to
share insight and wisdom on this topic. These
thoughts were set down in May 1999, while
NATO bombs were still falling on Yugoslavia.
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Budgeting for U.S. Forces Korea

'Mixed pot' funding challenges conventional thinking

by [

The funding environment of U.S. Forces
Korea is unique, frequently providing a
technical culture shock to commanders

and RMs newly assigned to Korea. What are

the unique features, and why are they such a

technical challenge?

USFK budget deals with a “mixed pot”
funding situation. Unlike Army commands
inside the U.S., the budget for USFK has two
sources, U.S. appropriated funds and Republic
of Korea or ROK host nation support. The
mixed pot involves inter-governmental agree-
ments and frequently causes uncertainties and
procrastination in budgeting.

From the U.S. side come pieces of several
congressional appropriations and accounts:
Operations and Maintenance, Army; Army
Family Housing; Reserve Personnel, Army;
Operations and Maintenance, Army Reserve;
Other Procurement, Army and Military Con-
struction, Army. From the Korean side come
several forms of host nation support: Labor
Cost Sharing, ROK Funded Construction and
In-Kind Contributions. Let’s look closer at
these unique funding sources.

The Korean government supports U.S.
forces in the country through monetary (local
currency is the Korean won) and in-kind

contributions. Working these resources into the
U.S. budget and accounting system is far more
complex than it sounds. The won-based budget
is the part of the USFK budget eventually
disbursed and liquidated in won, even though
the obligations are recorded in dollars.

Examples are local national employees’
pay, travel expenses liquidated in won and
contractor invoices paid to local vendors. The
won-based piece of the USFK budget has
historically been 30 to 50 percent of the OMA
portion, depending on the funding profile. The
BASOPS and RPM segments are heavily won-
based, while in OPTEMPO there is hardly any
Korean currency funding. Accordingly, a full
understanding of the USFK budget requires
knowing the funding profile of the won-based
budget to the total funding available.

The USFK budget is sensitive to currency
exchange rates, which cause fluctuations in
won-budget purchasing power. Eighth Army
budget builders thus have to estimate as best
they can the amount the won budget will buy in
the year of execution. The purchasing power
varies with daily fluctuation in local market
rates. The Army’s standard finance system or
STANFINS reports can record only the face
value of Korea’s cash contributions converted
to US dollars at the market exchange rate

 BUDGET RATE
—e—AVG DISB RATE

Figure 1. Annual Currency Exchange Rates Affecting USFK Budget
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posted on the date of transaction, regardless of
its purchasing power. Figure 1 illustrates the
point, in won per dollar.

The disparity between the official budget
rate and the market exchange rate in Figure 1
involves the Foreign Currency Fluctuation
Account or FCFA and requires an accurate
projection up front during the budget formula-
tion process using the most logical economic
assumptions and factors available at the time.
Army headquarters provides an FCFA target
prior to or at the beginning of a fiscal year. The
assessment of the target for its adequacy is not
possible without making an accurate projection
of such factors.

USFK resources are budgeted in a volatile
funding environment. An accurate amount of
the host nation support is usually not available
during initial funding distribution and requires
a best estimate, as it ties in with the local
economic situation. For instance, in fiscal 1999
it was very hard, and frustrating, to determine
an actual amount of Korean labor cost sharing
because of the economic turmoil in Korea.
Both the cash and the in-kind contributions for
LCS were virtually at stake to begin with, and
they were still under negotiation between U.S.
and Korean governments (as Special Measures
Agreements) as this was written.

Sometimes local national pay has to be
“fenced,” or set aside. Given a mixed pot
funding situation in a volatile funding environ-
ment, commanders and RMs have had to fence
local national pay to prepare against possible
downward adjustments in host nation support,
at least for the first half of the fiscal year. In
1998, for example, ROK LCS dropped by
seven million dollars, and that had to be
withdrawn at midyear from the affected
commands, causing much turmoil and a lot of
heartburn.

Unlike Army commands in the U.S.,
budget building in USFK is extremely sensitive
to the local economy and requires using local
inflation and pay raise factors for the won-
based budget instead of the standard Army
factors and indices. From that perspective, 35
to 50 percent of the Korea budget has to be
treated as a variable, since the purchasing
power of this portion of budget ties with the

RM = 3rd Qtr’99

local economy and requires the most accurate
possible projection of its purchasing power.
How easy is it? Who knows exactly what the
market rate is going to be during the budget
year? Without an accurate projection of the
won’s purchasing power during budget formu-
lation, Army budget planners in Korea just
have to do the best they can to estimate distri-
bution and allocation of funding and the
execution of allocated funding.

USFK budget requirements are reduced by
in-kind contributions from the ROK, to include
logistics cost sharing and host nation funded
construction. In-kind contributions are services
being provided free of charge or at a discount.
Any changes to this in-kind support affect
USFK mission accomplishment and require
ultimate funding adjustments during execution.
The logistics cost-

sharing program is . T -
a part of Korea’s ‘f"’ lﬂmﬁ —— ""‘-._"
host nation support Ix \
that comes through
memorandums of
agreement for
things like storage
and maintenance of 8o

é
'E

ammunition. Host- / —

nation-funded
construction
includes combined .
defense improve-
ment projects or

CDIP and ROK-
funded construction or ROKFC.

Now that we’ve looked at the unique
features of USFK’s funding environment, let’s
turn next in detail to methods of dealing with
those features. First up are budgeting and
accounting for Korean labor cost-sharing
funds.

During budget formulation, the ROK LCS
contribution must be estimated and incorpo-
rated into the total funding availability for
USFK commands. The LCS distribution within
USFK is based on the average on-board
strength of each command or agency’s Korean
employees or the amount of Korean pay
budgeted for the previous fiscal year. At the
beginning of each fiscal year, the prospective
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amount of ROK LCS contribution is added to
the total amount of funding available from the
US appropriated funding channel (Program and
Budget Guidance / Funding Authorization
Document). Subsequently, the total amount of
funding (= PBG+LCS) is distributed to each
obligation target recipient through the Program
and Budget Advisory Committee process.

One of the challenges in this process is, of
course, the accurate estimation and recording
of the ROK LCS amount as it is received in
Korean won. The recording of this LCS into
STANFINS involves the conversion to U.S.
dollars using the market exchange rate current
for each transaction. The budgeting of LCS
involves the accurate projection of the final
LCS numbers to be recorded in STANFINS —a
very complex process.

For accounting purposes, the ROK LCS
contribution is recorded in STANFINS as a
reimbursement. Upon receipt of the ROK cash
contribution (normally early each March and
July), the direct obligations for local national or
LN pay are reduced by the amount of the cash
contribution (in won) and converted to dollars
at the day’s market exchange rate. Accord-
ingly, the “direct” appropriated local national
pay is reduced by the amount of ROK LCS.
The ratio of ROK LCS to the total USFK LN
pay compensation runs about 60 to 70 percent.
For manpower accounting purposes, the

number of LN work-years (WY) compensated
by ROK LCS are calculated and recorded as
“reimbursable WY on the manpower reports.

Can STANFINS record the purchasing
power of the ROK LCS? Yes; but, the amount
of cash (won) host nation support received
must be recorded in the official accounting
report (STANFINS) in dollars at face value,
converted using the market exchange rate for
the day of receipt. The face values of ROK
LCS recorded on the STANFINS in dollars
usually do not reflect the cash contributions’
true purchasing power, and that frequently
leads to less than the best RM decisions. Here
is an example, which I’ve called Face Value
Versus Purchasing Power.

In 1998, Eighth Army received 154.5
billion won as ROK LCS to help finance
Korean employee salaries. Cash payments of
77.3 and 77.2 billion won arrived on March 2
and July 2, 1998, respectively. The LCS
amounts recorded in STANFINS are $105.8
million ( = $49.3M+$56.5M), using the
applicable daily market rates of 1570 and 1365
won per dollar for those two days. That’s what
those two payments were worth on the days the
U.S. got them — not necessarily what they’ll
be worth at the various times Eighth Army uses
that money.

The equivalent purchasing power of this
LCS can be determined only through evalua-

Figure 2. ROK LCS Trend (In millions of US dollars)
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Figure 3. ROK LCS Trend (In billions of Korean Won)

tion of its won amount initially budgeted versus
actually received. Korean employees are paid
in won at a pre-established pay rate; therefore
there is no impact in won requirements,
regardless of market exchange rates. In this
example, the face value of ROK LCS recorded
in STANFINS can be misleading, for it demon-
strates that STANFINS is not able, nor is it
intended, to record eventual, ultimate dollar
purchasing power of allied monies received.

Figures 2 and 3 show the trend of ROK
LCS contributions since 1991. Figure 2 is the
trend (face value) in millions of dollars, Figure
3 the amount in billions of won (purchasing
power). In this example, the LCS amount for
fiscal 1999 dropped significantly from the year
before in Figure 2 (in dollars), due to decline in
dollar value of the local currency. Yet, the
amounts in won still show an increase in
purchasing power from 1998 to 1999 in Figure
3.

We’ve seen from some labor cost-sharing
examples how exchange-rate changes between
when allied money is received and when it is
spent can raise havoc with RMs’ decisions
from notions of what they have and what
they’ll need. These same difficulties arise in
the case of the won-based budget.

In domestic Army commands, amounts of
budget from one fiscal year to another repre-
sent close to their relative purchasing power —
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the more so if constant dollars are used. For a
U.S. command, for example, a fiscal 1999
budget of $8 million compared to $10 million
executed in 1998 probably would indicate a 20
percent reduction, i.e., negative growth. In
USFK, however, the same two figures could
mean the same or even an increased purchasing
power of the local currency, depending on the
amount of the won-based budget. A detailed
illustration is coming later.

In formulating the USFK budget, determi-
nation of won-based budget purchasing power
is a critical step—actually it works out to nine
steps:

1. Compile the base year costs (execution data)
by program and expense category.

2. Identify and exclude the base year’s one-
time costs (i.e., normalize).

3. Segregate base-year costs by dollar- and
won-based categories.

4. Develop incremental costs to continue base-
year mission and programs in the budget year,
applying pay-raise and inflationary factors for
the won-based budget in light of the best
available local economic assumptions. Concur-
rently, assess the most likely funding impact
(purchasing power) as a result of the new
exchange rate to be effective in the budget
year.

5. Develop an estimate of cost to purchase the
same programs (less one-time requirements)
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for accomplishing the base-year mission in the
budget year, using the outcomes from the first
four steps.

6. Determine additional costs for any new
budget-year missions or programs.

7. Compute total funding requirements (= cost
of buying base-year programs in the budget
year + new programs in budget year), using
outcomes from steps 5 and 6.

8. Compare total funding requirements against
funding availability (= PBG + ROK LCS), and
address mission capability given the available
funding.

9. Prioritize and develop unfinanced require-
ments or UFR.

Example: U.S. command vis-a-vis USFK

This example demonstrates the dramatic
effect the won budget has on purchasing power
using equal total dollar budgets in the U.S. and
in Korea.

A certain command in the U.S. had 1998
execution of $10 million and got a 1999 OMA
budget of $8 million. The negative growth or
reduction in budget of at least 20 percent is
obvious. But the same conclusion cannot be
drawn in a Korea-based command unless borne
out by won-budget purchasing power in each
year. Suppose that the won-based budget for
this hypothetical USFK command is 60 percent
($6 million of the $10 million 1998 budget),
with heavy expenses for both LN pay and local
won-denominated contracts.

The 1999 budget exchange rate was 1447
won to the dollar, while the previous year’s
rate was 907.6 per dollar. That meant for 1999
that every budgeted dollar which would end up
being spent as won could be expected to buy
1447/907.6, or 137 percent, of what it bought
the year before. The $6 million in 1998 won-
purchasing power at a 907.6 exchange rate thus
grew in 1999 to $8.2 million in purchasing
power, thanks to a new 1447 rate. The cost to
buy the 1998 program in 1999 therefore was
$7.8 million (= $10-$2.2), leaving $0.2 million
more (not $2 million less, as in the U.S.)
purchasing power in an $8 million budget [not
adjusted for pay raises and inflation for sake of
simplicity].

The third major factor in building the
annual won-dollar budget in Korea is the
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Foreign Currency Fluctuation Account, or
FCFA. In any U.S. allied nation, FCFA pro-
tects the deployed Army command from
unfavorable movements in the exchange rate—
in this case, the won/dollar rate—by giving
them “drawing rights” from a central repository
when the host nation’s currency rises in value
from the rate budgeted. When the opposite
happens, commands have to replenish the
central repository by depositing “gains” from
the exchange rate into the FCFA. Thus, despite
the daily fluctuating won/dollar exchange rate,
the amount of the command budget remains
largely unchanged, due to the procedures of
either putting money into or withdrawing
money from the FCFA. These procedures,
however, apply only to appropriated funds.
FCFA rules do not extend to cash received as
host nation support.

Due to the significant won-based budget in
USFK, the FCFA has a significant impact on
the command’s overall budgeting and account-
ing processes. In 1998, the budgeted exchange
rate (as in the above example) was 907.6 won
per dollar, but the cumulative average disburse-
ment rate was 1368 won per dollar—a consid-
erably lower dollar outlay. If the won-based
portion in 1998 had been, for example, $330
million (at the 907.6 rate), USFK would have
ended up disbursing only $219 million, and
would have had to pay the difference, $111
million, into the FCFA central repository.

In my view, the most serious problem or
challenge faced by USFK commanders and
RMs is that the overseas tour isn’t long enough
for them to give sufficient payback, once
having mastered how the mixed-pot budget
system works. It takes one year of the two-year
tour to learn it, and then there is only one more
year to use that knowledge and skill. It appears
that no formal school or institution provides the
orientation or training to deal with the unique
features discussed here. Frequently, incoming
RMs were not even aware of, nor were they
told about, the potential technical challenges
awaiting. They just start facing them upon their
assignment and accept them with resignation as
areality. The U.S. Army or Defense Depart-
ment (or maybe a professional association)
ought to do something, so that new command-
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ers and their resource managers can be better

oriented in an organized way when they get to
Korea. Here again is what I think they should

be told about.

USFK commanders and RMs have to deal
with uncertainties during the budget and
execution years such as the amount of the won-
based budget, the amount and types of host
nation support (cash or in-kind), the amount
and categories of potential funding adjustments
due to the change of the official budget rate,
and the fluctuation of the market exchange rate
to make an assessment of the FCFA target.
They actually need more orientation and
training time than those in U.S. domestic
commands, to learn to deal with all the vari-
ables and uncertainties; yet, the duration of
their normal tour of duty in USFK is less (two
years, not three), of which at least one year of
actual experience is needed for them to become
fully effective and productive. Resource
decision making in Korea is much more
complex than elsewhere and requires patient,
deliberate and time-consuming effort in daily
contact with officials of the government of
another country and culture. Frequently, such
environment causes confusion and frustration
during the decision making process.

In conclusion, I would offer these points:

1. The unique funding environment surround-
ing USFK frequently poses unique challenges
to the leadership. Current and prospective
USFK commanders and resource managers
need to overcome the challenges. Accordingly,
a clear understanding of the unique features by
the leadership is very important and will help
reduce the challenges or at least make these
officials better prepared to deal with the
challenges.

2. The role and the extent of ROK LCS in
USFK have steadily grown since 1991, when
the program began. Labor cost sharing has
significantly aided and enhanced accomplish-
ment of the USFK mission in Korea by reduc-
ing the financial burden on U.S. taxpayers. The
setback in 1999 is widely regarded as tempo-
rary, due to Korea’s economic downturn, from
which it is now recovering. More recently, the
progress appears to have picked up, and it is
expected to continue in the future as long as the
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overall Korean economy improves.

3. The special funding environment in USFK
presents a peculiar technical “culture shock™ to
newly assigned RMs and commanders that
takes about a year to get used to. We have to
either lengthen the two-year tour, or find ways
to make it take less than a year to “break
somebody in.” Lack of prior orientation or
training is in part responsible for the long
break-in time and has led to confusion, misin-
terpretation, frustration, time-consuming
efforts, and possible sub-optimization of
valuable resources during the PBAC process.

I pose to my American colleagues and
former bosses the challenge of fixing these
problems, because I believe that by working
together, you in America and we local national
employees in Korea can dramatically compress
the learning curve, improve the process and
raise the quality of U.S. Army resource man-
agement in Korea for those of you who will
some day come here to practice it.

About the Author

(s chicf of budget formula-
tion in the U.S. Forces Korea and Eighth Army
headquarters ACSRM budget division and has
worked for the Army in Korea since 1967. He
has a bachelor’s degree in Chemical Engineer-
ing from Inha Institute of Technology and a
master's degree in business administration from
Yonsei University.

Are you updated?

CP-11 careerists are hereby put
on notice!

Are you a CP-11 ACCES regis-
trant? Did you update your ACCES
records online by Sept. 17, 1999,
through Easy ACCES? If not, you

are now regarded as 'inactive.’
You will not be considered for
any CP 11 referral until you actu-
ally update or validate all ACCES
registration information.
For more information, contact
at DSN 221-7260, com-
mercial (703) 325-7260.




Future CP-11 careerists get jump-start with grooming program

FORSCOM student interns graduate

by
and
everal years ago, U.S. Army Forces
S Command began a student intern pro
gram as a goal-oriented intervention
initiative to provide opportunity to bright but
at-risk inner city youths
in Atlanta, Ga.

No ordinary pro-
gram, it sought to find
and “groom” deserving
high-school students
through college, sum-
mer work and two-year
Army civilian intern-
ships.

Five of downtown
Atlanta’s best high
school juniors in May
1993 started a seven or
eight-year odyssey to
propel them into the
ranks of Army CP 11
careerists.

Two had to drop
out. Last year

-carned a
bachelor’s degree in
economics, with honors,
at Spelman College, and

last May. [t [ - o -
Morehouse College and  [Jiilillearticipated in the FORSCOM
[ :: Clark  Student Intern Program.

Atlanta University each
graduated with bachelor’s degrees in business
administration and management. They are now
Department of the Army Comptroller interns.

and [Jjjilfcach received
tuition assistance of up to $10,000 per year
while in college and they had to keep grades at
the 2.5 level or higher to stay in the program.

They worked in resource management
offices at Fort McPherson during school breaks
and vacations.

Each one had a mentor, to guide and coach
them through the “world of work.” We asked
them what they thought of the program and
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their eerrience, and here is what they told us:

“As college graduates, we reflect over the
past six years on how the Army/FORSCOM
Student Intern Program has dramatically
changed our lives. As juniors in high school,
we were not sure how we
were going to pay for our
college education. Our
family’s income was too
little to afford four years
of college. This program
not only paid college
tuition and room and
board; it also placed
graduates in entry-level
career fields within the
federal government. This
eliminated a burden that
most graduates have,
searching for a job after
graduation.

“This program is
tremendous. It offers
continued academic
learning combined with
professional experience
as well as life skills. We
learn valuable lessons
early in life such as
responsibility, depend-
ability and accountabil-
ity. The intern program
also teaches the impor-
tance of being a successful employee in the
business world. We’ve learned the importance
of coming to work on time, working an eight-
hour-plus shift, calling our supervisors if we
are going to be late and completing all assign-
ments in a timely manner.”

Photo by Irma Griffith-Steele

“This program is indeed a dream come
true. The road of life is not always a smooth
one, and because of this program we are better
prepared for the bumps along the way. The
transition from college to our careers has given
us a new perspective on life and the role we
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will play in society. We are aware of our
surroundings and are eager for the next chal-
lenge. We attribute continued success to
stepping-stones and lessons learned.”
(I
“The Department of the Army/FORSCOM
Student Intern Program is a valuable program
that gives students the opportunity to succeed.
This program should be continued and made
available to the many high school students who
are achieving academic excellence and striving
to obtain professional careers in order to
positively contribute to the society in which we
live.”
The Forces Command student interns
would like to thank all who supported the
program, especially the staffs of their own

headquarters and in the Office of the Assistant
Secretary of the Army (Financial Management
and Comptroller).
Editor’s note: Portions of this article ap-
peared in the July 9 Fort McPherson Sentinel
and are reprinted with permission.
About the Authors

(I s 2 community
specialist in the FORSCOM office of the
deputy chief of staff for personnel and installa-
tion management. She helped to found the
student intern program and to recruit and
screen the original five students. [ | il
(I i s the command’s career program
advisor for CP 11 and CP 26 (Manpower and
Force Management) in the office of the deputy
chief of staff for resource management.

Are you looking for us? If you’re an
Army Reservist in need of

Reserve RMs augment Army Headquarters staff

days of annual training. Members are also
eligible to participate in

“good years,” we may be
looking for you. The 161+
Individual Mobilization
Augmentee Detachment is
actively seeking officers and
senior noncommissioned
officers to fill key IMA and
drilling IMA billets beginning
this October.

The 161 supports the
Office of the Assistant Secre-
tary of the Army (Financial

resident education and train-
ing programs.

A drilling IMA will
receive 24 periods of inactive
duty for training in a paid
status. Typically, a number of
our members who occupy
IMA positions perform their
annual training in Washing-
ton, D.C., with the
OASA(FM&C).

In order to be considered

Management and Comptroller).
Its missions include researching and analyz-
ing Army financial and resource manage-
ment issues; supporting Headquarters
Department of the Army and Joint Chiefs of
Staff exercises; and administering the
OASA(FM&C) IMA and mobilization table
of distribution and allowance programs.
IMA or drilling IMA membership in the
unit will offer you the opportunity to earn
retirement points required to qualify for a
creditable retirement year (“good year”), an
annual officer or enlisted evaluation report,
Army awards or decorations, and at least 12

for one of the IMA or drilling
IMA slots with the detachment, please
provide a current biographical summary.
Forward your information along with a
cover letter to:

Commander 161t IMA Detachment
(ASA-FM&C)

Washington, DC 20310-0109.

To learn more about opportunities with

the 161, contact at (703)
566-3611 or| at

(703) 560-3915.
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with were dedicated

of the soldiers they
worked alongside.”

ROTC:

by [
he cadet intern program is alive and
I well at the Pentagon. Eighteen Reserve
Officers’ Training Corps cadets spent
three weeks of their summer vacation watching
the Army being run from the top, and they
actually helped to run it, in various parts of the
headquarters.

Four of them came to the office of the
Assistant Secretary of the Army (Financial
Management and Comptroller), where they
assumed the lead or assisted on projects in the
Budget, Financial
Operations, and
Comptroller
Proponency offices.
Each cadet, no
matter where as-
signed, got a chance
to see how the host
organization influ-
enced Army activi-
ties.

“The civilians and
military I worked

professionals who
shared the pride
and sense of duty

Bottom Line
Up Front: the
program gave the
cadets realistic first-hand staff experience at
the Army’s Pentagon headquarters.

Georgia
Military College, worked in the Army’s budget
office, compiling information about specific
financial queries, analyzing facts, determining
needs, then assessing steps needed to resolve
financial issues facing the affected organiza-
tion. In addition, he prepared a briefing for
Maj. Gen. Jerry Sinn, the incoming Deputy
Assistant Secretary of the Army — Budget, and
assisted in preparing a monthly readiness
report for Gen. Eric Shinseki, Army Chief of
Staff.

Summing up his Pentagon internship,
Taylor-Wertenbaker said, “I really believe the
program was beneficial, not only to the cadets
but also to the officers and civilians involved.
The cadets learned early on about life in the
upper echelons of the Army, and the officers
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Summer Pentagon duty helps
prepare officer trainees for future
B Army financial leadership careers

got a chance to interact with the future of the
Army — the Army’s Generation X.”

(] University of Texas at
El Paso, worked in the Management Control
Office, Deputy Assistant Secretary of the Army
for Financial Operations, where she helped to
compile and organize an Army-wide sympo-
sium in Scottsdale, Ariz.

“As RSVPs began arriving through e-mail,
I composed a master list of attendees and
monitored it daily for updates,” said a
political science senior. She added that she
enjoyed the three-week tour and learned a great
deal from it. “The cadet internship program
was a good experience for me in that I got to
meet a lot of great people who made me feel
welcome and were interested in knowing about

2

me.

Marquette Univer-
sity at Milwaukee, Wis., completed his intern-
ship in the Finance and Accounting Oversight
Directorate under the Deputy Assistant Secre-
tary of the Army for Financial Operations.
Baldwin’s job was “working on the team
implementing the Defense Travel System
throughout the Army.”

DTS grew out of the 1993 National Perfor-
mance Review, chartered by Vice President Al
Gore, to reinvent government in part by
reducing the costs of travel.

“My role in this project was to develop the
Army website 